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by  Z.  L.  Galloway,  extension  economist,  Farm  Management, 
and  Mary  Rokahr,  extension  economist,  Home  Management 


Many  farm  families  look  forward  to  the  time  when 
they  can  get  their  heads  above  water  financially. 
They  would  like  to  have  enough  money  left  over  to 
enable  them  to  do  a  few  of  the  special  things  they 
have  wanted  so  much  to  do.  During  the  recent  war 
period,  for  the  first  time  since  World  War  I,  farm 
family  incomes  have  been  sufficiently  high  to  pro- 
vide something  more  than  enough  to  meet  necessary 
expenses.  Nevertheless,  financial  problems  arise 
even  as  before,  and  careful,  systematic  planning  of 
family  expenditures  is  the  only  way  for  most  farm 
families  to  make  sure  they  will  make  the  best  use  of 
these  larger  incomes  and  thus  reach  their  long-time 
objectives. 

From  past  experiences  farm  people  have  learned 
that  the  financial  welfare  of  the  family  for  many 
years  may  be  determined  by  the  use  they  make  of 
the  larger  incomes  received  during  periods  of  high 
prices  and  brisk  demand  for  farm  products.  This 
knowledge  has  led  to  aspirations  on  their  part  for  a 
better  living  and  to  an  increased  interest  in  planning 
for  the  years  ahead.  Making  plans  for  both  spend- 
ing and  saving  helps  to  keep  expenditures  in  balance 
and  guard  against  careless  and  impulsive  buying,  and 
enables  the  family  to  build  up  reserves  for  emer- 
gencies and  long-time  objectives. 

The  average  American  farm  is  both  a  business  and 
a  home.  The  farm  and  the  farm  home  usually  are 
so  closely  related  that  we  think  of  them  as  one.    The 


success  of  each  depends  upon  the  success  of  the  other. 
The  progress  of  the  farm  family  in  reaching  its  goals 
obviously  is  dependent  upon  the  success  of  the  farm 
as  a  business  enterprise.  To  no  small  extent,  how- 
ever, this  progress  is  dependent  upon  the  successful 
management  of  finances  in  the  home.  Effective 
financial  management  requires  careful  thought  and 
attention  bv  the  familv. 
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THE  WHY'S  AND  HOW'S 
OF   FINANCIAL   PLANNING 


Whatever  you  undertake  to  do,  whether  it  be  to 
make  a  short  trip  to  town,  buy  a  new  piece  of  equip- 
ment, or  operate  a  home,  you  are  more  likely  to  reach 
your  objective  with  satisfaction  to  yourself  if  you 
make  plans  for  the  undertaking  in  advance.  These 
plans  may  be  very  simple  or  they  may  be  complicated 
and  require  careful  thought  and  preparation,  de- 
pending upon  the  nature  of  your  undertaking. 

What  is  a  plan? 

A  plan  is  a  pattern  or  guide  for  what  you  would 
like  to  do  in  the  future.  The  farm  and  home 
financial  plan  is  the  blueprint  or  pattern  you  lay 
out  to  guide  family  spending.  To  make  a  plan, 
you  think  through  the  problem  to  be  met,  consider 
the  opportunities  that  may  unfold,  and  decide  upon 
the  best  procedure  to  follow.  The  plan  will  show 
you  how  expenses  should  balance  with  expected  re- 
ceipts, what  you  can  expect  to  save,  and  how  you 
can  use  or  invest  this  extra  income  best. 

Why  make  a  plan? 

We  make  plans  to  help  us  get  where  we  want  to  go- 
No  matter  whether  the  income  be  small  or  large,  the 
year  good  or  bad,  a  plan  is  needed.  It  helps  to  assure 
your  family  that  your  income  will  take  care  of  your 
most  urgent  needs.  It  aids  you  in  getting  what  you 
want  most  out  of  the  money  you  work  so  hard  to 
earn.  A  plan  carefully  thought  out  and  developed 
by  your  family  is  assurance  that  the  familv  does 
make  its  own  decisions  and  that  no  outside  influences 
such  as  high-powered  salesmen,  relatives,  lack  of 
knowledge,  or  pure  indifference  will  upset  your 
financial  apple  cart.  You  know  what  vou  want;  you 
have  a  definite,  tangible  plan  to  guide  you. 

Who  should  do  the  financial  planning? 

The  answer  to  the  question,  Who  should  do  the 
financial  planning?  is  clear:  The  entire  family,  since 
you  all  are  interested  in  the  results.     Some  mem- 


bers will  take  much  more  responsibility  than  others 
for  certain  parts  of  the  plan.  The  children  can 
take  active  part  as  they  grow  older.  The  father 
and  sons  will  naturally  give  more  attention  to  the 
details  of  organization  and  management  of  the 
farm,  while  the  mother  and  daughters  will  spend 
more  time  on  the  parts  of  the  plan  that  concern 
family  living.  However,  the  major  decisions  should 
be  made  by  each  member  of  your  family  old  enough 
to  take  part.  A  plan  made  by  your  familv  as  a 
whole  gives  all  members  a  feeling  of  ownership  in 
it,  confidence  in  the  decisions  made,  and  an  interest 
in  seeing  that  the  various  parts  of  the  plan  are 
accomplished. 

The  kind  of  plan 

In  general  you  will  be  interested  in:  (1)  The  long- 
time plan,  which  includes  your  long-time  goals  for 
the  farm,  home,  and  family;  and  (2)  the  annual  plan 
for  operating  the  farm  and  guiding  the  family 
expenditures  in  such  a  Avay  that  you  are  working 
constantly  toward  the  long-time  goal  and  the  long- 
time plan  for  the  family.  Both  these  plans  can  be 
outlined  on  the  forms  shown  on  pages  11  and  14. 
The  long-time  goals  and  the  long-time  plans  logically 
come  first,  since  they  need  to  be  clearlv  in  mind 
while  the  short-time  yearly  plan  is  being  set  up. 
In  this  way,  accomplishment   of  each   year's  plan 


will  be  a  step  toward  the  long-time  goal,  made  with 
a  minimum  of  unnecessary  effort.  Don't  expect 
your  first  plans  to  be  perfect.  They  won't  be! 
But  they  can  be  improved  from  year  to  year. 

How  to  plan 

Planning  for  better  family  living  includes  working 
out  a  clear  picture  to  show  where  your  family  wants 
to  go  financially  in  the  years  to  come  and  putting 
down  on  paper  what  must  be  done  to  reach  that 
goal.  Planning  is  not  alone  a  matter  of  listing  dollars 
and  cents,  it  is  also  a  thinking-through  of  interrelated 
problems.  You  will  ask  yourselves  many  questions 
such  as,  Shall  we  do  this,  or  that?  If  we  do  this, 
we  will  not  be  able  to  do  so  much  of  that. 

Some  of  this  decision  making  never  gets  down  in 
black  and  white,  and  never  should.  Your  family 
discussion  should  lead  to  agreement  on  the  final 
important  decisions  made.  When  every  part  of  the 
farm  and  home  financial  plan  has  been  considered 
carefully,  what  gets  put  down  on  paper  will  be  the 
result  of  the  combined  judgment  of  your  family. 

The  actual  steps  in  developing  a  farm  and  home 
financial  plan  may  be  listed  as  follows: 


1.  Plan  the  major  long-time  goals  of  the  family. 

2.  Determine  your  net  worth,  or  what  you  own. 

3.  Estimate  the  income  available  for  operation 
investments,  and  savings  for  the  future. 

4.  Estimate  your  income  available  for  opera- 
tion, investments,  and  savings  in  the  coming 
year. 

5.  Plan  your  farm  and  home  operations  and 
investments  for  the  coming  year. 

This  is  the  most  effective  way  to  see  the  entire 
problem  and  be  assured  tbat  you  will  get  balance 
between  income  and  business  and  living  expenses, 
and  between  immediate  wants  and  long-time  needs. 
However,  if  lack  of  time  makes  it  impossible  to 
complete  your  plan,  steps  1  and  2  will  probably  be 
most  helpful  for  the  time  spent.  Then  the  other 
steps  may  be  taken  up  later  as  time  is  available. 

Though  steps  3,  4,  and  5  require  more  time  to 
complete  properly,  you  will  find  it  well  worth  while 
to  balance  your  expected  income  with  your  estimated 
outlay  for  operations,  investments,  and  savings.  In 
the  end  you  will  find  that  the  result  of  the  effort 
you  spend  on  these  sections  of  the  plan  will  be  most 
helpful  m  getting  the  greatest  lasting  satisfaction 
from  your  available  income. 
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THE  LONG-TIME  GOALS 
OF  THE  FAMILY 


The  lone-time  goals  of  the  family  are  the  heart  of 
the  entire  plan.  They  determine  the  "set  of  the 
sail,"  as  it  were,  for  the  family  ship.  Therefore  it 
is  important  that  they  be  considered  carefully  and 
deliberately.  Although  they  can  and  should  be 
reconsidered  from  time  to  time  to  keep  them  in  line 
with  changes  in  your  family  thinking,  no  effort  should 
be  spared  to  make  the  goals  reflect  the  hopes  and 
aspirations  of  the  family. 

The  nature  of  these  goals  will  vary  with  each 
family,  and  this  is  as  it  should  be.  However,  your 
long-time  goals  may  include  items  such  as  the 
following: 

To  own  good  farm-operating  equipment. 

To  have  a  good,  comfortable  house  equipped 
with  household  labor-saving  conveniences. 

To  provide  adequate  buildings,  fences,  and 
other  farm  improvements  for  efficient  opera- 
tion. 

To  own  a  farm  free  of  debt. 

To  improve  the  fertility  of  the  soil  and  main- 
tain its  productivity  at  a  high  level. 

To  maintain  or  improve  the  health  of  family 
members. 

To  provide  the  children  with  an  adequate  edu- 
cation. 

To  own  a  family  automobile  and  get  a  new 
model  when  the  old  one  wears  out. 


To  provide  for  comfort  and  security  in  old  age. 

To  make  a  few  trips  through  the  years  to  visit 
relatives  and  friends  and  see  places  of 
interest. 

To  be  in  a  position  to  help  persons — relatives 
and  others — less  fortunate. 

To  aid  in  improving  community  facilities  such 
as  libraries,  schools,  churches,  and  play- 
grounds. 

When  all  the  family  members  discuss  their  hopes 
and  aspirations  across  the  table  and  agree  upon 
specific  long-time  goals,  the  first  logical  step  toward 
a  family  plan  has  been  made.  With  these  long-time 
goals  before  you,  you  and  your  family  can  proceed 
to  develop  the  details  of  your  plan  for  determining 
whether  your  goals  can  be  reached  and  what  steps 
will  need  to  be  taken  to  reach  them.  These  steps 
can  be  outlined  conveniently  on  the  planning  form 
on  page  11. 

The  marriage  cycle  and  financial  obligations 

After  you  have  made  the  basic  decisions  just  de- 
scribed, then,  no  matter  where  your  family  may  be 
in  the  marriage  cycle,  you  can  focus  your  attention 
on  the  things  you  want  to  accomplish  in  2,  3,  5,  or 
10  years.  The  outstanding  financial  obligations  of 
your  family  as  it  moves  through  the  marriage  cycle 
may  be  outlined  for  about  four  periods.  Such  an 
outline  is  given  on  page  5. 

A, 


wto. 


The  Financial  Obligations  of  the  Farm  Family 


Approximate 

ages  of 

husband 

and  wife 

Period  in 

married 

life 

OBLIGATIONS 

20  to  30 
years 

During 

the 

first 

few 

years 

of 

married 

life 

1.  Food  and  clothing  are  essential.     Plan  for  them  and  buy  wisely. 

2.  Home-furnishing   and  household-equipment  costs  will  be  high.     You   are  starting   a  new 

home! 

3.  Doctor's  bills  are  inevitable.     We  all  have  them.     Babies  cost  money. 

4.  Starting  farming  means  getting  equipment.     Costs  are  high. 

5.  There  are  debts  to  pay.     We  often  make  them  at  the  start. 

6.  Life  insurance  is  essential  for  protection. 

7.  Savings  are  low,  but  gradually  increasing. 

30  to  40 
years 

When 

the 
children 

are 

in 
grade 
school 

1.  Family  living  costs  will  increase  with  size  and  age  of  family. 

2.  Education  costs  will  rise,  and  savings  must  be  accumulated  for  high  school  and  college. 

3.  Medical  care  must  be  considered;  probably  more  will  be  needed. 

4.  More  capital  goods  will  be  needed  for  production. 

5.  Purchase  of  land  may  be  undertaken.     Many  families  want  to  own  their  own  farm  as  early 

as  possible. 

6.  Land  and  building  improvements  follow  farm  ownership. 

7.  Taxes  are  higher  when  holdings  are  larger. 

40  to  55 
years 

When 

the 
children 

are 

in 

high 
school 

and 
college 

1.  A  new  room  may  be  added  to  the  house  and  the  house  furnishings  renovated. 

2.  Family  living  costs  are  up  or  down,  depending  on  the  family  members  at  home. 

3.  Education  costs  are  greater. 

4.  Savings  for  old  age  are  on  the  upgrade. 

5.  Recreation  costs  are  growing. 

6.  Farming  is  done  with  venturous  enterprise. 

7.  Operation  is  at  the  peak  of  production. 

8.  Payments  are  being  made  on  the  farm  and  equipment. 

9.  The  family  may  wish  to  enlarge  the  farm  for  greater  efficiency. 

55  and  over 

When 

the 

children 

are 
married 
and 
on 
their 
own 

1.  Family  living  costs  are  down. 

2.  Education  costs  are  eliminated. 

3.  Cost  of  medical  care  increases  with  age. 

4.  Recreation  costs  may  be  larger;  mother  and  dad  may  wish  to  travel. 

5.  Mortgage  is  paid  off  or  in  good  shape. 

6.  Farming  is  done  more  conservatively. 

7.  The  farmer  and  his  wife  may  want  to  slow  down  somewhat  or  even  retire. 

8.  They  may  wish  to  transfer  part  of  the  operating  responsibility  to  their  children. 
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THINGS  TO  CONSIDER 
IN  MAKING  A  SPENDING  PLAN 


If  ycmr  family  is  to  reach  its  economic,  social,  and 
intellectual  goals,  there  must  be  a  degree  of  balance 
on  the  farm,  in  the  home,  and  in  the  community 
that  will  make  the  best  use  of  the  income  available  to 
the  family.  This  balance  obviously  is  not  easy  to 
attain.  It  can  be  had,  however,  through  careful 
planning  on  the  part  of  your  family,  and  then  by 
working  your  plan.  The  essentials  for  making  the 
farm  an  efficient  producing  unit  should  be  considered 
carefully,  but  the  need  for  them  should  not  dominate 
your  thinking  to  the  exclusion  of  home  and  com- 
munity needs.  Likewise,  the  things  needed  to  give 
the  comforts  and  satisfactions  desired  in  the  home 
should  be  carefully  considered  but  not  stressed  to  the 
exclusion  of  farm  and  community  needs.  Fre- 
quently we  hear  people  comment  on  how  well  a 
given  family  gets  along  on  what  it  has.  Its  mem- 
bers are  well  fed,  clothed,  and  housed  for  much  less 
than  it  costs  their  neighbors.  Such  differences, 
observers  point  out,  are  due  in  large  measure  to 
better  planning. 

The  real  problem  in  financial  planning  is  to  answer 
this  question  properly:  ^  hat  is  the  best  use  of  the 


funds  available  for  our  business  and  our  home? 
Obviously,  the  answer  is  not  the  same  for  each  family, 
or  even  for  the  same  family  for  any  great  length  of 
time.  This  is  why  each  family  must  develop  its 
own  plans,  and  why  the  plans  must  be  revised  from 
time  to  time  as  the  family's  situation  changes.  The 
following  paragraphs  point  out  some  of  the  most 
important  common  items  your  family  should  con- 
sider in  planning  the  wise  use  of  your  extra  income 
or  savings. 

Machinery  and  equipment 

On  many  farms  the  use  of  funds  for  efficient 
machinery  and  equipment  deserves  careful  considera- 
tion. Efficient  equipment  is  essential  to  successful 
farm  operations,  regardless  of  whether  the  land  is 
owned  or  rented  or  whether  the  operator  is  just 
getting  started  or  has  been  in  business  for  many 
years.  However,  it  is  easy  to  buy  too  much  machin- 
ery and  equipment  and  thus  saddle  the  farm  with 
costs  that  are  not  justified  by  the  additional  income. 
Perhaps  you  will  use  a  machine  for  such  a  short  time 
each  year  that  after  figuring  depreciation,  interest, 
and  repairs,  you  will  find  it  cheaper  to  hire  rather 
than  own  one.  The  possibility  of  reducing  the  orig- 
inal cost  by  buying  equipment  in  partnership  should 
not  be  overlooked.  Could  you  exchange  machinery 
with  a  neighbor  to  the  advantage  of  you  both? 
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Livestock 

On  many  farms  the  proceeds  from  sales  of  livestock 
and  livestock  products  are  an  important  source  of 
income.  For  this  reason  the  use  of  funds  for  build- 
ing up  livestock  numbers  may  rank  high  on  the  list  of 
desirable  investments  until  the  farm  is  fully  stocked. 
Even  on  farms  that  are  fully  stocked  as  far  as  avail- 
able feed,  labor,  and  buildings  will  permit,  it  may  be 
desirable  to  invest  some  funds  in  good  breeding  stock 
to  increase  the  production  of  all  the  animals  on  the 
farm.  One  should  be  careful,  however,  not  to  pay 
too  much  for  such  stock.  The  question  to  decide  is 
whether  the  better  bred  livestock  will  add  enough  to 
expected  income  to  justify  the  expense. 


Land 

Land  is  one  of  the  first  and  most  obvious  essentials 
for  agricultural  production.  In  most  sections  of 
the  country,  however,  good  farm  land  with  improve- 
ments can  be  rented  on  fair  terms.  Thus  the  out- 
right purchase  of  land  can  be  delayed  or  passed  up 
without  reducing  farm  earnings.  Often  the  mistake 
is  made  of  trying  to  buy  land  before  the  needs  for 
working  capital  and  for  improvements  in  family 
living  have  been  met.  Or  the  desire  to  own  land 
early  in  life  leads  to  the  purchase  of  a  farm  that  is 
too  poor  or  too  small  to  be  profitable  in  the  tvpe  of 
farming  followed,  because  limited  savings  will  not 
permit   the   purchase   of  a   more   productive   farm. 
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Sometimes  small  farms  are  bought  early,  when  the 
family  is  small,  with  the  idea  of  obtaining  more  land 
as  the  operator  gains  experience  and  the  family 
grows. 

Improving  the  productivity  of  the  land  you  al- 
ready own  through  the  use  of  lime,  fertilizer,  drain 
tile,  and  other  conservation  practices  may  be  more 
profitable  than  buying  additional  land,  particularly 
at  high  prices.  Such  practices  bave  the  effect  of 
increasing  the  size  of  the  farm  and  your  efficiency 
in  production  at  the  same  time.  There  are  of 
course  situations  where  increasing  the  size  of  the 
farm  by  purchasing  additional  land  is  good  business 
if  the  land  can  be  had  at  a  reasonable  price.  It  is 
important  that  the  additional  land  purchased  be 
close  to  the  original  farm.  Care  should  be  exercised 
to  avoid  buying  more  land  than  you  can  operate 
efficiently. 


Buildings 

Efficient  farm  operation  depends  in  no  small 
measure  upon  adequate  farm  buildings.  However, 
the  buildings  best  designed  to  promote  labor  ef- 
ficiency and  provide  for  the  health  and  comfort  of 
animals  are  not  necessarily  the  most  expensive  to 
construct.  The  expense  of  remodeling  and  repairing 
old  buildings  as  well  as  the  cost  of  new  ones 
can  often  be  reduced  considerably  if  the  regular 
labor  does  most  of  the  work  during  slack  periods 
on  the  farm.  Will  the  type  of  building  you  are 
planning  be  justifiable  at  the  usual  prices  for  farm 
products? 


The  farmhouse 

Satisfactory  farm  living  depends  to  a  large  degree 
upon  the  farm  dwelling.  Not  only  does  the  farm- 
house provide  basic  protection  and  a  center  of  social 
life  for  the  family,  but  it  often  serves  as  a  small 
factory  where  farm  products  are  graded,  sorted,  and 
prepared  for  market.  The  construction,  size,  and 
arrangement  of  the  house  should  take  this  double 
function  into  consideration.  The  house  should  be 
designed  to  provide  all  the  conveniences  possible 
with  the  funds  available  as  well  as  to  promote 
efficient  use  of  the  family's  labor.  To  live  in  a 
poorly  equipped  house  and  drive  a  good  car,  or 
carry  water  to  the  house  and  have  running  water 
for  the  livestock  may  well  raise  questions  as  to 
the  soundness  of  the  family's  long-time  financial 
goals. 


What  has  been  said  about  remodeling  and  repairing 
other  farm  buildings  is  also  true  of  the  house.  Basic 
materials  available  on  the  farm,  such  as  lumber, 
stone,  and  gravel  can  often  be  used  to  improve  the 
farmhouse  and  the  living  conditions  in  it  at  small 
cash  outlay.  The  key  to  a  good,  comfortable,  well- 
arranged  farmhouse  is  planning — planning  for  stor- 
age, kitchen  improvements,  a  laundry,  a  bathroom, 
living  room,  and  other  desirable  conveniences.  It 
may  be  worth  while  to  ask  yourselves,  What  can  we 
do  this  year?  How  much  will  it  cost?  How  does 
this  fit  into  our  long-time  plans  for  improving  the 
house? 


Household  equipment 

Convenient,  up-to-date,  practical  equipment  for 
the  farmhouse  is  essential  to  household  efficiency  and 
to  the  health,  comfort,  and  general  satisfaction  of  the 
farm  family.  Like  equipment  for  the  farm,  much 
of  the  equipment  for  the  household  is  essential  to 
efficiency  in  the  operations  that  take  place  in  the 
farm  home.  Some  of  this  equipment  can  well  be 
bought  before  the  farm  is  purchased  or  the  house  im- 
proved. Since  the  farm  and  the  farmhouse  are  so 
closely  connected,  it  is  important  to  both  that  the 
house  be  adequately  and  efficiently  equipped. 
Drawing  and  carrying  water  for  household  needs 
from  a  well,  for  instance,  represents  a  use  of  labor  that 
the  farm  family  can  ill  afford,  particularly  during 
busy  seasons.  You  can  expect  to  derive  as  much 
satisfaction  from  careful  planning  for  household 
equipment  as  you  will  from  planning  for  the  farm- 
house itself  or  for  farm  equipment. 


Health 

Good  health  is  necessary  to  the  well-being  and 
financial  stability  of  the  family.  Doctors'  bills 
because  of  illness  and  accidents  are  one  of  the  im- 
portant causes  of  farm  family  financial  difficulties. 
The  farm  family's  financial  health  plans  should  place 
first  emphasis  on  "an  ounce  of  prevention."  This 
means  periodic  physical  and  dental  examinations 
whenever  possible,  immunizing  children  against 
common  contagious  diseases,  maintaining  a  well- 
stocked  medicine  chest,  and  getting  rid  of  hazards 
about  the  farmstead  that  cause  accidents  and  pollu- 
tion of  water  and  food  supplies. 

An  ounce  of  prevention,  however,  will  not  take  care 
of  every  health  need,  for  there  are  times  when  in 
spite  of  precautions,  serious  illness  will  occur  and 
require  hospitalization  and  doctor's  service.  These 
unusual  sicknesses  should  be  provided  for  in  the  long- 
time financial  health  plans  for  the  family.  Coop- 
erative programs  for  group  health  and  medical  care 
offer  opportunities  for  rural  families  to  obtain  these 
services  at  a  reasonable  cost  monthly  or  yearly. 
Many  such  groups  provide  programs  in  health 
education  and  preventive  medicine. 


Life,  health,  and  accident  insurance 

More  farm  families  should  consider  providing  some 
protection  for  the  family  if  the  farm  operator  should 
die  or  be  incapacitated  for  work.  The  major  diffi- 
culty with  such  a  provision  is  that  most  protection 
is  likely  to  be  needed  at  the  time  when  demands  for 
working  capital,  family  living,  and  mortgage  pay- 
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upon  their  desire  for  one,  the  aspirations  of  the 
parents,  and  the  family's  willingness  to  plan  to  that 
end.  Since  such  expense  is  spread  over  a  short 
period  and  the  cost  is  large  in  comparison  with 
yearly  income,  it  is  helpful  to  set  aside  savings 
yearly  in  the  form  of  honds  or  other  savings  toward 
an  educational  fund. 

Education  is  not  obtained  through  schools  alone, 
of  course,  and  need  not  stop  when  school  attendance 
ends.  Today  some  of  the  best  education  comes  over 
the  radio  and  through  public  forums,  short  courses, 
public  discussions,  and  reading.  However,  to  profit 
most  from  these  sources  requires  a  certain  amount 
of  formal  education.  Books,  magazines,  and  news- 
papers should,  of  course,  be  considered  in  financial 
plans  for  the  family's  educational  program.  Bulle- 
tins, circulars,  and  the  like  on  farm  and  home  topics 
can  be  had  free  from  your  State  agricultural  college 
and  the  United  States  Department  of  Agriculture. 


ments  are  the  greatest.  This  suggests  that  the 
best  type  of  life  insurance  usually  is  the  kind  that 
provides  the  most  protection  for  the  smallest  pre- 
mium, such  as  ordinary  life  or  a  modified  ordinary 
life  policy.  Most  companies  will  convert  either  of 
these  two  forms  of  insurance  to  higher  types  with 
larger  retirement  payments  if  conditions  make  such 
conversion  desirable  and  financially  possible.  A 
waiver  of  premium  clause  will  keep  the  insurance  in 
force  in  case  of  permanent  disability,  and  the  cost 
is  small.  Health  and  accident  insurance  policies  will 
afford  further  protection  against  hazards  so  pre- 
valent on  farms.  Term  insurance  may  be  used  to 
provide  needed  protection  during  periods  of  unusual 
risk  such  as  heavy  indebtedness.  One  of  the  most 
important  problems  in  buying  insurance  is  the 
selection  of  a  reputable  company. 


Education 

Parents'  desire  to  help  their  children  become  better 
equipped  for  life  than  they  themselves  were  is  well 
known  to  us  all.  That  educational  training  is  as 
much  needed  to  engage  successfully  in  farming  and 
homemaking  as  in  law,  medicine,  or  business  is 
gradually  becoming  an  accepted  fact.  Long-range 
planning  is  required  to  meet  the  family's  financial 
needs  for  adequate  educational  training.  Few  farms 
can  provide  sufficient  incomes  annually  to  meet  the 
expenses  of  college  education.  Whether  rural  child- 
ren get  a  college  education  depends  in  large  measure 


Other  investments 

When  the  mortgage  has  been  paid  off  or  reduced 
to  a  conservative  level  and  the  farm  is  properly 
equipped,  careful  consideration  should  be  given  to 
other  types  of  investment  before  additional  land  is 
acquired.  Government  bonds  and  other  high- 
grade  investments  have  the  advantage  of  providing 
a  steady  return  over  the  years,  regardless  of  whether 
the  returns  from  farming  are  high  or  low.  There 
are  also  opportunities  for  lending  money  with  com- 
parative safety  of  principal  on  first  mortgages  to 
individuals  and  to  investment  companies. 


LONG-TIME  GOALS 
FOR    INVESTMENTS  AND   SAVINGS 


As  was  suggested  earlier  in  this  publication,  long- 
time goals  for  the  family  may  be  considered  the  heart 
of  the  entire  farm  and  home  plan  and  the  most  impor- 
tant single  section,  since  these  goals  influence  the  de- 
cisions made  for  other  parts  of  your  plan  and 
determine  the  final  results.  It  is  logical,  therefore, 
that  your  long-time  goals  be  considered  early  in  the 
process  of  planning.  As  these  goals  are  developed  by 
the  family  they  can  be  recorded  in  the  planning  forms 
on  page  11.  The  nature  of  the  goal  should  be  listed 
in  the  column  at  the  left.  The  approximate  amount 
of  money  required  should  be  entered  in  the  next 
column,  headed  "Estimated  total  cash  required." 
The  date  when  you  think  you  can  get  started  and 
the  amount  you  plan  to  set  aside  yearly  toward  the 
goal  should  be  recorded  in  columns  3  and  4.    Then 


the  probable  year  when  you  think  the  goal  can  be 
reached  should  be  recorded  in  the  next  column  to 
the   right   headed    "Planned   date   of  completion." 

To  illustrate  more  clearly  the  method  to  be  fol- 
lowed in  this  form  and  in  the  planning  forms  on 
pages  11  through  14,  assumed  values  for  the  Freeman 
family  *  are  shown  as  an  example.  Only  some  of 
the  long-time  goals  of  this  family  are  shown  in  the 
upper  part  of  the  form  at  top  of  page  11.  The  three 
columns  to  the  extreme  right  of  this  form  should 
be  filled  in  later,  as  some  of  your  goals  are  achieved. 
Include  in  the  goals  only  the  most  important  items 
of  investments,  savings,  and  development  as  your 
family  sees  them.  Record  keeping  will  become  bur- 
densome if  you  include  many  small  items. 

1  The  Freeman  family  is  not  an  actual  family. 


HOW  TO  DETERMINE  YOUR  NET  WORTH 


The  net  amount  that  your  family  owns  above  what 
it  owes,  or  your  net  worth,  at  a  given  time  may  be 
determined  by  listing  the  various  items  of  property 
you  own  after  you  first  have  estimated  their  values. 
Then  fist  your  debts  and  subtract  their  total  from 
the  total  of  your  property  items.  Such  a  fist  is 
known  as  a  net -worth  statement.  The  Freeman 
family's  net-worth  statement  is  shown  on  the  plan- 
ning form  on  page  11.  This  form  also  provides 
space  for  recording  the  necessary  items  and  calcu- 
lating your  own  net  worth.  Such  a  statement  will 
be  of  value  to  you  in  your  financial  planning,  since 
it  will  furnish  a  ready  list  of  the  things  you  have 
to  work  with  and  a  summary  of  your  financial 
responsibility  to  others  outside  the  family. 

Although  listing  the  items  of  your  net-worth 
statement  will  be  a  simple  matter,  care  should  be 
taken  to  see  that  all  items  owned  and  all  items  owed 
are  recorded  properly.  Care  also  should  be  taken  in 
placing  values  on  the  items  owned.  Before  placing 
values  on  buildings,  machinery,  equipment,  furnish- 
ings, and  the  like,  take  into  consideration  the  depre- 
ciation that  has  taken  place  since  the  item  was  ac- 
quired. Values  of  items  not  considered  for  sale 
should  not  move  up  and  down  with  changes  in  mar- 
ket prices. 


You  may  find  it  profitable  to  prepare  net-worth 
statements  annually  at  the  time  financial  plans  are 
developed  for  operating  the  farm  and  home.  If 
these  statements  are  carefully  prepared,  the  financial 
progress  of  the  family  through  the  year  may  be 
determined  by  comparing  your  net-worth  statement 
at  the  end  of  the  year  with  the  one  you  made  a  year 
earlier. 
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Investment    and    Savings    Goals 


Nature  of  improvements,   in\ 
and  savings  planned 

estments, 

Estimated    Planned 
total  cash      date  of 
required      starting 

Amount 

set  aside 

yearly 

Planned 

date  of 

completion 

Actual 

date  when 

started 

Actual 
cash 
cost 

Date 

when 

achieved 

(Some  of  the  Freeman  family  s  long-time  goals) 

Payment  of  outstanding  notes .  . 

$152 

1946 

$76 

1947       | 

1 

Extra  payments  on  mortgage 

45  (yr.) 

1946 

45 

(During  period 

of  good  prices) 

90 

1947 

45 

1949 

1(10 

1949 

100 

1952 

Trip  to  Washington,  D.  C 

120 

1918 

60 

1950 

500 

1947 

50 

IT,  7 

150 

1957 

50 

1960 

(Record  your  goals  below) 

The    Farm    Famil 


y's 


et-Worth    Statement 


Items  of  property  owned  by  family 


Land  and  buildings 

Furniture  and  home  equipment. 

Automobile 

Farm  machinery  and  equipment . 

Work  stock 

Cattle 

Hogs 

Poultry 

Feed  and  supplies 


Life  insurance  (cash  value)  . 

U.  S.  savings  bonds 

Bank  account 

Cash  on  hand 


Total  owned . 


Example, 

the 

Freeman 

family 


$5,000 
900 
400 
550 
400 
640 
65 
150 
110 


143 

250 

80 

73 


8,761 


Our 

family 


Debts  of  family,  and  to  whom  owed 


Mortgages  (land) . 
Notes  payable .  .  . 


Store  account 

Production     credit     association    loan 

(balance) 

Borrowed  on  life  insurance 


Doctor's  bill . 
Other  bills.  . 


Total  owed . 


Total  owned . 
Total  owed .  . 


Net  worth  of  family. 


Example, 

the 

Freeman 

family 


Our 
family 


$1,400 
131 


13 
21 


50 


1,615 


8,761 
1,615 


7,146 
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ESTIMATING  INCOME  AVAILABLE 


In  order  to  keep  this  publication  brief,  and  sim- 
plify the  planning  forms,  it  has  been  necessary  to 
assume  that  you  have  already  planned  your  farm 
business  to  attain  efficiency  in  production,  including 
ample  production  for  use  in  your  farm  home.  Hence, 
that  phase  of  farm  planning  is  not  included  in  this 
discussion,  and  the  planning  forms  are  limited  to 
income  and  its  use.2 

In  developing  the  financial  plan,  we  therefore  start 
with  an  estimate  of  the  income  to  be  expected  from 
the  farm  as  you  plan  to  operate  it,  together  with  in- 
come to  your  family  from  other  sources  such  as  work 
off  the  farm,  rent  from  other  property,  or  interest  from 
other  investments.      To  illustrate  this  procedure,  as- 


2  In  most  States  the  extension  service  has  prepared  simple 
production-planning  forms,  which  the  county  extension 
agents  will  be  glad  to  supply. 


sumed  records  for  the  Freeman  family  are  shown  on 
the  planning  form,  page  14.  Space  is  provided  in 
the  form  for  recording  your  principal  items  of  in- 
come. If  you  have  estimated  the  total  cash  sates 
from  the  farm  as  a  whole,  it  will  not  be  necessary 
to  separate  it  into  the  five  items  shown  in  section  1. 
The  division  is  made  for  the  convenience  of  those  who 
will  find  it  necessary  to  estimate  each  item. 

If  you  have  kept  financial  records,  you  can  obtain 
an  estimate  of  probable  income  by  making  the  de- 
sirable adjustments  from  your  annual  sales  in 
previous  years.  If  you  have  no  records,  a  satisfac- 
tory estimate  can  be  made  by  multiplying  the  num- 
ber of  units,  such  as  bushels  of  grain  and  pounds  of 
livestock  you  expect  to  produce  for  sale,  by  the 
price  per  unit  you  can  reasonably  expect  to  receive. 
To  this  should  be  added  miscellaneous  income  from 
the  farm  and  other  sources. 


OPERATING  EXPENDITURES 


When  your  family  income  has  been  carefully 
estimated  you  are  ready  to  plan  for  the  best  use  of 
your  money.  In  the  first  place  the  expenses  of  the 
farm  business  must  be  taken  care  of,  else  you  kill  the 
goose  that  is  laying  the  golden  eggs.  The  planning 
form  on  page  14  provides  space  to  record  your  es- 
timates of  probable  expenses  necessary  to  operate 
the  farm.  Estimates  for  the  Freeman  family  are 
shown,  to  illustrate  the  procedure.  Here  again 
records  of  past  years  will  help  you  in  making  your 
plans  and  figuring  out  the  amounts  you  will  need. 

Provision  is  made  in  the  form  for  adding  up  your 
expected  cash  farm  operating  expenses  (sec.  2-a) 
and  subtracting  their  total  from  your  estimated  in- 
come (sec.  1).  The  result  will  give  the  amount  of 
cash  you  can  expect  to  have  left  for  family  living, 
investments,  and  other  savings. 

Only  cash  items  of  expense  are  included  in  these 
calculations.  Depreciation  and  other  noncash  items 
are  not  included,  since  your  object  is  to  plan  the  use 
of  your  cash  income.  However,  to  complete  the 
financial  plan   for  the  farm   for  the  year,  space  is 


provided  in  the  form  (sec.  2-b)  for  depreciation  and 
other  noncash  expense  items. 

Since  items  for  current  family  living  should  be 
taken  care  of  next,  space  is  provided  (sec.  2-c)  for 
recording  estimates  of  the  amounts  needed  for  food, 
clothing,  household  operation,  and  the  like.  In 
making  these  estimates  attention  should  be  given 
to  the  changing  needs  of  the  family  as  well  as  to  past 
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experiences.  The  amount  of  fruit,  vegetables,  and 
other  items  produced  on  the  farm  for  family  use  will 
of  course  affect  the  purchases  of  these  items.  When 
the  cost  of  all  the  items  has  been  estimated  the  items 
can  be  totaled  and  the  total  subtracted  from  the  net 
cash  family  operating  income  obtained,  as  explained 


in  the  preceding  paragraphs.  The  amount  remaining 
will  represent  the  cash  that  can  be  expected  to  be 
available  from  the  year's  cash  income  for  the  pay- 
ment of  debts,  purchase  of  capital  items,  and  various 
forms  of  savings  such  as  insurance,  bonds,  stocks,  and 
time  deposits. 


INVESTMENTS  AND  SAVINGS 


You  are  now  ready  to  think  through  carefully  the 
various  uses  that  may  profitably  be  made  of  your 
extra  income.  This  was  $806  for  the  Freeman 
family.  Consideration  should  be  given  to  the 
various  desk-able  uses  that  members  of  your  family 
think  might  be  made  of  this  anticipated  extra 
income.  No  doubt  many  more  good  uses  will  occur 
to  you  than  your  income  will  take  care  of.  You 
must,  therefore,  choose,  and  then  cut  here  and  there 
to  make  the  limited  amount  go  further.  When  you 
have  arrived  at  the  best  judgment  of  your  famdy 
group,  record  the  items  and  the  amount  to  be  used 
for  each  at  the  proper  place  in  your  plan.  Keep  in 
mind  at  this  point  that  during  periods  of  good  in- 
come (better  than  average)  the  family  should  not 
spend  all  it  earns  but  should  make  some  savings  for 
a  less  fortunate  day. 


*0S- 


USING  YOUR  FARM  AND  HOME 
FINANCIAL  PLAN 


If  you  have  worked  out  your  plan  up  to  this  point 
you  have  made  a  worth-while  start  and  have  a 
"blueprint"  for  the  future.  But  no  matter  how  good 
vour  plan  is,  it  is  just  a  plan.  It  will  be  ineffective 
unless  it  is  acted  upon.  You  will  therefore  want  to 
refer  to  it  from  time  to  time  to  refresh  your  memory 
and  to  see  whether  progress  is  being  made  in  reaching 
your  goals  for  the  year.  A  financial  record  of  re- 
ceipts and  expenditures  will  be  particularly  helpful 
in  checking  on  progress  made  in  reaching  goals  set. 

As  in  many  other  worth-while  undertakings,  we 
should  not  expect  to  reach  perfection  at  once.  Your 
plan  may  have  weaknesses  that  will  become  apparent 
before  the  end  of  the  first  year.  You  may  notice  a 
number  of  items  that  you  would  like  to  change 
within  a  few  months.     This  is  to  be  expected,  and 


you  should  make  the  corrections  at  once  or  make 
notes  so  that  the  changes  can  be  made  when  you 
prepare  next  year's  plan.  One  of  the  advantages  of 
an  annual  plan  is  that  it  can  be  corrected  and  brought 
up  to  date  on  the  basis  of  experiences  and  in  the 
light  of  long-time  goals.  The  plan  thus  serves  as  a 
type  of  record  which,  in  connection  with  other 
financial  records,  helps  to  guide  }ou  in  future 
planning.  The  farm  and  home  financial  record  you 
keep  from  day  to  day  throughout  the  year  will  be 
of  great  assistance  in  keeping  your  plan  up  to  date. 
Although  your  plan  will  not  be  a  "cure"  for  all 
financial  troubles,  it  will  help  you  and  your  family 
to  put  first  things  first,  see  more  clearly  where  you 
really  want  to  go,  and  use  the  income  available  to  get 
there. 
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